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Refund  of  Tuition  Charge  and  other 
Fees 

agency:  Department  of  Education. 
action:  Notice  of  Proposed  Rulemaking. 

summary:  The  Secretary  of  Education 
proposes  to  revise  the  regulations 
governing  the  Guaranteed  Student  Loan 
Program  (GSLP)  which  set  criteria  for 
determining  the  fairness  and  equity  of  a 
school's  policy  for  refunding  tuition 
charges  and  other  fees.  The  proposed 
regulations  relate  to  students  who  either 
never  enroll  or  do  not  complete  the 
academic  period  for  which  they 
borrowed  under  the  GSLP.  The  proposed 
regulations  would  amend  §  177.608(b)  of 
the  GSLP  regulations  by  replacing  the 
Federal  standards  for  equity  in  school 
refund  policies  with  reliance  on  State 
law  and  the  standards  developed  by  the 
postsecondary  education  community. 
DATES:  Comments  must  be  received  on 
or  before  September  2, 1980. 

ADDRESSES:  Send  comments  to  Ms.  Joy 
Copeland,  Guaranteed  Student  Loan 
Program  Specialist  or  Ms.  Jan  Bryson, 
Chief,  Guaranteed  Student  Loan  Policy 
Section,  Division  of  Policy  and  Program 
Development,  Department  of  Education, 
400  Maryland  Ave.,  SW.  (Room  4310 
ROB-3],  Washington,  D.C.  20202. 

FOR  FURTHER  INFORMATION  CONTACT: 

Ms.  Joy  Copeland  or  Ms.  Jane  Bryson, 
Telephone  (202)  245-2475. 
SUPPLEMENTARY  INFORMATION:  the 
Secretary  views  the  lack  of  equitable 
school  refund  policies  and  the  failure  of 
schools  to  properly  administer  their 
refund  policies  on  a  timely  basis  as  one 
of  the  major  causes  of  defaults  on 
student  loans. 

For  this  reason,  the  Secretary  deems  it 
appropriate  that  schools  participating  in 
the  GSLP  establish  and  properly 
administer  “fair  and  equitable”  policies 
for  refunding  school  charges  and  fees  to 
students  who  have  borrowed  under  the 
GLSP  to  meet  their  educational 
expenses.  However,  the  Secretary  is 
now  placing  greater  reliance  on  the 
standards  for  equitable  refund  policies 
which  have  been  developed  by  the 
postsecondary  education  community. 


amendments  on  “fair  and  equitable” 
refunds  result  hnm  several  recent 
actions  taken  by  the  Commissioner.  On 
July  19, 1978,  the  Commissioner 
published  proposed  regulations  (43  FR 
31104-05)  inviting  public  comment  on 
the  GSLP  requirements  regarding  school 
refunds.  The  language  of  ^e  1978 
proposed  refund  regulations  mirrored 
the  original  1975  language  with  minor 
technical  changes,  lliese  proposed 
regulations  were  need  because  the 
refund  requirements  were  not  included 
in  the  April  5, 1978  GSLP  proposed 
regulations  which  covered  all  aspects  of 
GSLP  operations.  In  the  Spring  of  1978, 
the  Commissioner  anticipated  modifying 
refund  policy  regulations  to  apply  them 
to  all  programs  under  Title  IV  of  the 
Higher  Education  Act.  When  the 
decision  on  whether  to  apply  the  rules  to 
all  Title  IV  programs  was  not  reached, 
the  Commissioner  issued  the  July,  1978 
supplementary  proposed  reguations  to 
prevent  the  lapse  of  the  existing  GSLP 
requirements  on  refunds. 

On  September  17, 1979,  the 
Commissioner  published  a 
comprehensive  package  of  final  GSLP ' 
regulations  which  included  the  refund 
provisions  of  §  177.608  (44  FR  53897),  the 
section  now  being  amended. 

The  most  controversial  provision  of 
the  refund  regulations  has  been 
§  177.608(b)  which  contains  the  criteria 
for  the  Secretary’s  determination  of 
whether  a  school’s  refund  policy  is  fair 
and  equitable.  Many  of  the  commenters 
on  the  1978  proposed  rules  called  this 
provision  an  encroachment  into  school 
prerogatives  and  challenged  the 
Commissioner’s  authority  to  issue 
specific  rules  on  school  refunds.  Still 
other  commenters  voiced  their 
objections  in  terms  of  speciflc 
suggestions  for  improvement  of  the 
provisions.  However,  the  Commissioner 
received  strong  support  for  continued 
regulations  on  refund  equity  from 
student  organizations  and  other 
concerned  citizens. 

The  September  17, 1979,  final 
regulations  for  GSLP  modified  the 
proposed  regulations  as  suggested  by 
several  commenters.  However,  the  basic 
Federal  criteria  were  retained.  In 
response  to  the  opposing  comments,  the 
Commissioner  resolved,  in  the  preamble 
to  those  regulations,  that  the  issue  of 
refund  policy  criteria  would  be 
reconsidered  in  view  of  the  growing 
eHorts  of  the  higher  education  groups 
towards  viable  self-regulation.  This 
proposed  regulations  is  a  partial 
fulfillment  of  the  Commissioner’s 
commitment  to  both  the  public  and  the 
Congress  to  reconsider  the  refund  issue. 
It  is  the  intention  of  the  Department  of 


Education  to  further  investigate  the 
refund  question  to  determine  the  degree 
of  self-regulation  that  actually  occurs  by 
schools’  adoption  of,  and  adherence  to, 
self-regulation  initiatives. 

B.  Community-Developed  Standards 

These  proposed  Regulations  revise  the 
GSLP  regulations  to  rely  on  standards 
developed  by  the  postsecondary 
education  community  on  what  is  fair 
and  equitable  in  regard  to  refunds. 

Where  the  State  has  placed 
requirements  on  a  school  in  regard  to 
the  school’s  refund  policy,  compliance 
with  that  law  will  of  course  be 
necessary.  In  addition,  the  school  must 
demonstrate  fairness  and  equity  in  its 
refund  policy  by  establishing  a  policy 
that  is  in  accord  with  standeurds 
accepted  by  the  postsecondary 
education  community  and  the  Secretary. 

These  proposed  regulations  give 
schools  several  options  for  compliance 
which  use  the  route  of  community  self¬ 
regulation.  The  school  may  adhere  to 
criteria  approved  by  the  Secretary 
which  are  set  by  the  school’s  nationally 
recognized  accrediting  agency.  If  no 
such  standards  exist,  the  school  may 
adhere  to  the  standards  for  fair  and 
equitable  refunds  set  out  in  Appendix  A 
or  to  standards  that  are  established  by 
the  higher  education  community  through 
its  self-regulating  guidelines  and 
approved  by  the  Secretary. 

A  school  may  not  opt  to  comply  with 
standards  where  no  standards  exist 
(e.g.,  by  basing  its  refund  policy  on  an 
accrediting  agency  policy  that  offers  no 
guidance  on  refunds).  These  regulations 
would  not  require  accrediting  agencies 
or  other  postsecondary  organizations  to 
develop  refund  standards  in  order  to 
retain  eligibility  in  Federal  programs. 
These  regulations  simply  recognizes  that 
some  accrediting  agencies  have  already 
developed  such  standards  and  treats 
those  standards  as  strong  evidence  of 
apiN'opriate  practice  within  the 
postsecondary  education  commimity. 

The  Secretary  considers  the 
guidelines  on  refund  policies  which 
were  established  by  the  National 
Association  of  College  and  University 
Business  Officers  (NACLffiO),  in 
conjunction  with  persons  representing  a 
wide  range  of  schools  and  professional 
responsibilities,  as  the  closest  indication 
of  the  higher  education  community’s 
consensus  on  fair  and  equitable  refund 
policies.  These  guidelines  were 
specifically  developed  to  assist  in 
achieving  self-regulation  and  have 
received  support  from  fifteen  higher 
education  associations.  The  guidelines 
have  been  incorporated  in  Appendix  A 
to  these  proposed  regulations.  A  refund 
policy  based  on  State  law  and  these 


A.  Background 

A  refund  policy  applicable  to  GSLP 
participating  schools  was  first  included 
in  the  GSLP  regulation  in  1975.  The 
policy  was  based,  as  are  the  regulations 
now  being  amended,  on  20  U.S.C.  1082 
and  20  U.S.C,  1088f-l.  The  present 
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guidelines  is,  therefore,  in  compliance 
with  S  177.608(b)  requirements  if  the 
school’s  nationally  recognized 
accrediting  agency  has  not  adopted 
standards  approved  by  the  Secretary. 

For  ease  of  reference,  the  entire 
document  has  been  reproduced. 

However,  the  reader  should  direct  his  or 
her  attention  to  guidelines  VI,  VII,  and 
VIII  of  the  appendix,  which  relate  to  fair 
and  equitable  refund  policies.  This 
document  does  not  affect  a  school's 
obligation  to  comply  with  State  law  or 
with  any  Department  of  Education 
regulation  other  than  §  177.608(b]. 

Refund  policies  which  are  based  on 
other  guidelines  will  be  accepted  if 
those  guidelines  receive  the  Secretary’s 
approval. 

The  Department  of  Education  has 
discussed  this  regulatory  approach  with 
various  constituent  groups.  It  is  the 
Secretary’s  belief  that  the  shift  toward 
the  reliance  on  standards  developed 
through  initiatives  like  the  one 
undertaken  by  NACUBO  will  not 
deprive  student  borrowers  or  the 
program  in  general  h'om  the  necessary 
protecticHi  against  “unfair”  refund 
policies. 

C.  Qtation  of  Legal  Authority 

A  citation  of  statutory  or  other  legal 
authority  for  each  section  of  the 
regulations  is  placed  in  parentheses  on 
the  line  following  the  text  of  that 
section. 

p.  Invitation  To  Conunent 

Interested  persons  are  invited  to 
submit  written  comments  and 
recommendations  regarding  these 
proposed  regulations.  These  may  be  sent 
to  the  address  given  at  the  beginning  of 
this  document.  All  comments  received 
on  or  before  the  60th  day  after 
publication  of  this  document  will  be 
considered  in  the  development  of  the 
Hnal  regulation. 

All  written  comments  submitted  in 
response  to  this  notice  will  be  available 
for  public  inspection,  both  during  and 
after  the  comment  period,  in  Room  4310 
ROB-3,  7th  and  D  Streets,  S.W., 
Washington,  D.C.  20202,  between  the 
hours  of  8:00  a.m.  and  4:30  p.m.,  Monday 
through  Friday  of  each  week  except  on 
Federal  holidays. 

(Catalog  of  Federal  Domestic  Assistance  No. 
13.460,  Guaranteed  Student  Loan  Program] 

Dated:  June  27, 1980. 

Steven  A.  Minter, 

Acting  Secretary  of  Education. 

45  CFR  Part  177  is  amended  as 
follows: 


*  *  *  *  * 

1.  Section  177.608(b)  is  revised  to  read 
as  follows: 

§  177.608  Refund  policy. 
***** 

(b)  Fair  and  equitable  refund  policy. 

A  school’s  refund  policy  is  fair  and 
equitable  if  that  policy  conforms  with — 

(1)  The  requirements  of  applicable 
State  law;  and 

(2) (i)  Specific  refund  standards  set  by 
the  school’s  nationally  recognized 
accrediting  agency  and  approved  by  the 
Secretary; 

(ii)  If  no  such  standards  exist,  other 
speciHc  refund  policy  standards,  either 
contained  in  Appendix  A  to  this  Part  or 
set  by  another  association  of  institutions 
of  postsecondary  education  and 
approved  by  the  Secretary. 
***** 

(20  U.S.C.  1082, 1088f-l(a)(2)) 

2.  An  Appendix  A  to  45  CFR  Part  177 
is  added,  to  read  as  follows: 

Appendix  A— Standards  for  Acceptable 
Refund  Policies  by  Participating  ^hools 

For  piuposes  of  §  177.608(b),  the  Secretary 
considers  guidelines  VI,  VD,  and  VIII  of  the 
following  document  to  be  acceptable 
elements  of  a  fair  and  equitable  school  refund 
policy.  This  document,  which  is  reproduced 
in  its  entirety  for  the  convenience  of  the 
reader,  was  developed  by  the  National 
Association  of  College  and  University 
Business  OfBcers.  The  document  does  not 
affect  a  school’s  obligation  to  comply  with 
other  Department  of  Education  regulations. 

Policy  Guidelines  For  Refund  of  Student 
Charges 

(I)  The  governing  board  of  the  institution 
should  review  and  approve  the  schedule  of 
all  institutional  charges  and  refund  policies 
applicoble  to  students.  The  pricing  of  services 
and  refimd  policies  have  important 
consequences  to  students,  parents,  the 
institution,  and  society;  as  such,  pricing  and 
refund  policies  should  receive  board 
attention  and  approval. 

(II)  Institutions  should  seek  consumer  ^ 
views  in  the  process  of  estoblishing  and 
amending  charge  and  refund  structures. 
Decisions  regarding  institutional  funds  are 
ultimately  the  sole  responsibility  of  the 
institution’s  legally  designated  fund 
custodians.  However,  consumer  concerns  do 
affect  decision-making,  and  involving 
consumers  in  decision-making  related  to 
charges  and  refunds  is  a  desirable  approach 
for  assessing  student  needs  and  creating 
public  awareness  of  institutional 
requirements. 

(III)  Institutions  should  publish  a  current 
schedule  of  all  student  charges,  a  statement 
of  the  purpose  for  these  charges,  and  related 
refund  policies,  and  have  them  readily 
available  free  of  charge  to  current  and 
prospective  students.  Students  and  parents 
have  a  right  to  know  what  charges  they  will 
be  expected  to  pay  and  what  will  or  will  not 
be  refunded.  They  also  have  a  right  to  know 


what  services  accompany  payment  of  the 
charges.  Informational  materials  published 
free  for  students  and  prospective  students  are 
ideal  for  this  purpose. 

(IV)  Institutions  should  clearly  designate 
all  optional  charges  as  "optional"  in  all 
published  schedules  and  related  materials. 
Clearly,  charges  that  are  mandatory  and 
charges  that  are  optional  must  be  plainly 
differentiated  in  all  printed  materials.  AJso, 
the  institution  should  state  cleariy  in  its 
schedule  if  a  charge  is  optional  for  some 
students  but  required  for  others.  Statements 
accompanying  the  schedule  may  include 
institutional  endorsements  of  the  optional 
program  or  service. 

(V)  Institutions  should  clearly  identify 
charges  and  deposits  that  are  nonrefundable 
as  "nonrefundable"  on  all  published 
schedules.  Institutions  determine  on  an 
individual  basis  which  of  their  charges  are 
refundable  or  nonrefundable.  In  general, 
admissions  fees,  application  fees,  laboratory 
fees,  facility  and  student  activity  fees,  and 
other  similar  charges  are  not  refundable. 

These  fees  are  generally  charged  to  cover  the 
cost  of  activities  such  as  processing 
applications  and  other  student  information, 
reserving  academic  positions,  and 
establishing  the  limits  of  institutional 
programs  and  services,  reserving  housing 
space,  and  otherwiM  setting  the  fixed  costs 
of  the  institution  for  the  coming  academic 
period. 

Institutions  determine  on  an  individual 
basis  which  of  their  deposits  are  refundable 
or  nonrefundable.  Some  deposits  will  be 
nonrefundable  or  will  be  credited  to  a 
student’s  account  (e.g.,  tuition  deposits). 
Others  are  refundable  according  to  the  terms 
of  the  deposit  agreement  (e.g.,  (feposits  for 
breakage). 

(VI)  Institutions  should  refund  housing 
rental  charges,  less  a  deposit,  so  long  as 
written  notification  of  cancellation  is  made 
prior  to  a  well-publicized  date  that  provides 
reasonable  opportunity  to  make  the  space 
available  to  other  students.  Written 
notification  on  or  before  the  beginning  of  the 
term  of  the  contract  is  necessary  to  ensure 
utilization  of  housing  units.  During  the  term  of 
the  contract,  room  charges  are  generally  not 
refundable.  However,  based  on  the  program 
offered,  space  availability,  debt  service 
requirements.  State  and  local  laws,  and  other 
individual  circumstances,  institutions  may 
provide  for  some  more  flexible  refund 
guideline  for  housing. 

(VII)  Institutions  should  refund  board 
charges  in  full,  less  a  deposit,  if  written 
notification  of  cancellation  is  made  prior  to  a 
well-publicized  date  that  falls  on  or  before 
the  beginning  of  die  term  of  the  contract 
Subsequent  board  charges  should  be 
refunded  on  a  pro  rata  basis  less  a 
withdrawal  fee.  ’This  is  reasonable  to  make  a 
refund  for  those  goods  and  services  not 
consumed.  ’The  withdrawal  charge  should 
reflect  that  portion  of  an  institution’s  costs 
that  are  fixed  for  the  term  of  the  contract. 

(VIII)  The  institutional  tuition  refund 
policy  for  an  academic  period  should  include 
the  following  minimum  guidelines:  A.  The 
institution  should  refund  100  percent  of  the 
tuition  charge,  less  a  deposit  fee,  if  written 
notification  of  cancellation  is  made  prior  to  a 
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well-publicized  date  that  falls  on  or  before 
the  first  day  of  classes.  B.  The  institution 
should  refund  at  least  25  percent  of  the 
tuition  charge  if  written  notification  of 
withdrawal  is  made  during  the  first  25 
percent  of  the  academic  period.  It  is 
reasonable  to  refund  tuition  charges  on  a 
sliding  scale  if  a  student  withdraws  from  his 
or  her  program  prior  to  the  end  of  the  first  25 
percent  of  the  academic  period  unless  State 
law  imposes  a  more  restrictive  refund  policy. 

(IX)  The  institution  should  assess  no 
penalty  charges  where  the  institution,  as 
opposed  to  the  student,  is  in  error.  The 
institution  should  make  refunds  in  cases 
where  the  institution  has  assessed  charges  in 
error.  Penalty  charges,  such  as  those  involved 
in  late  registration  fees,  change  of  schedule 
fees,  late  payment  fees,  should  not  be 
assessed  if  it  is  determined  that  the  student  is 
not  responsibile  for  the  action  causing  the 
charge  to  be  levied. 

(X)  Institutions  should  advise  students  that 
any  notifications  of  withdrawal  or 
cancellation  and  requests  for  refund  must  be 
in  writing  and  addressed  to  the  designated 
institutional  officer.  A  student's  written 
notihcation  of  withdrawal  or  cancellation 
and  request  for  a  refund  provides  an  accurate 
record  of  transactions  and  also  ensures  that  „ 
such  request  will  be  processed  on  a  timely 
basis.  Acceptance  of  oral  requests  is  an 
undesirable  practice. 

(XI)  Institutions  should  pay  or  credit 
refunds  due  on  a  timely  basis.  The  definition 
of  “timely  basis”  should  include  the  time 
required  to  process  a  formal  student  request 
for  refund,  to  process  a  check  if  required,  and 
to  allow  for  mail  delivery,  when  necessary.  If 
an  institution  has  a  policy  that  a  refund  of  an 
inconsequential  amount  will  not  be  made, 
this  policy  should  be  published  in  part  of  all 
materials  related  to  refund  policies. 

(XII)  Institutions  should  publicize,  as  a  part 
of  their  dissemination  of  information  on 
charges  and  refunds,  that  an  appeals  process 
exists  for  students  or  parents  who  feel  that 
individual  circumstances  warrant  exceptions 
from  published  policy.  The  informational 
materials  should  include  the  name.  ' title,  and 
address  of  the  official  responsible.  Although 
charges  and  refund  policies  should  reflect 
extensive  consideration  of  student  and 
institutional  needs,  it  will  not  be  possible  to 
encompass  in  these  structures  the  variety  of 
personal  circumstances  that  may  exist  or 
develop.  Institutions  are  required  to  provide  a 
system  of  due  process  to  their  students,  and 

charges  and  refund  policies  are  legitimately  a  / 

part  of  that  process.  Students  and  parents 

should  be  informed  regidarly  of  procedures 

for  requesing  information  concerning 

exceptions  to  published  policies.  • 
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